
 

Auditor Reimbursements  

ISSUE 

To determine the accuracy of budgeted billings submitted by the Auditor of State to other 
State departments 

AFFECTED AGENCIES 

All State departments that are billed by the Auditor of State per Chapter 11.5B, Code of Iowa. 

CODE AUTHORITY 

Chapter 11, Code of Iowa 

BACKGROUND 

The Auditor of State is required by the Code of Iowa to audit all State departments annually.  
The Auditor receives operating funds through a combination of billing revenues received from 
various entities and a General Fund appropriation.  Chapter 11.5B, Code of Iowa, sets out a 
specific list of State departments the Auditor may bill.  These departments are marked with 
an asterisk on Table 1.  This list of departments was developed in order to maximize the 
amount of federal and other funds utilized to pay audit costs.  The Auditor also receives billing 
revenues from local entities such as cities, counties, and school districts.  State agencies are 
billed on a quarterly basis, while local entities are billed when the annual audit is complete.  
State agencies funded entirely from General Fund money are not billed by the Auditor and 
the cost for completion of those annual audits is covered by the General Fund appropriation 
to the Auditor. 

Each year the Auditor prepares an estimate of the audit billings and each department to be 
billed is notified by letter.  The letter indicates the total billing, how much of the total should be 
paid with federal funds, and indicates the billing will be sent in quarterly installments.  
Occasionally, special audit work is required.  When that happens the agency is usually 
notified by the Auditor in a revised letter and the additional cost for audit services is added to 
the quarterly billing in which it occurs. 
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CURRENT SITUATION 

The Auditor has estimated billing revenues of $4.4 million for FY 1993 and $4.8 million for FY 1994.  
Approximately $2.5 million (57%) of that will come from State departments in FY 1993, and $2.8 
million (58%) in FY 1994.  On occasion, departments have complained that their charges for audit 
costs exceed the amount estimated by the Auditor.  This analysis attempts to answer the following 
questions: 

• How accurate is the Auditor in estimating billings? 

• Are State agencies budgeting accurately for audit costs? 

ANALYSIS OF DATA 

Attachments 1 - 3 present tables containing the following information: 

Table 1 - FY 1991 to FY 1994: 
• Auditor Budget - the amount of audit costs estimated by the Auditor at the time budget requests 

were prepared. 

• Department Request - the amount requested by departments at the time budget requests were 
prepared. 

• Actual - actual amounts paid for audit costs as reported by each department.  (The actual 
amounts are those under Account 412 - Auditor of State Reimbursements with corrections for 
known discrepancies.  In some cases this may include contracted audit services or private 
audits.  It also may include payments for more than one fiscal year.) 

Tables 2 and 3 - FY 1991 and FY 1992, respectively: 
• Billing Letter - the amount of audit costs estimated by the Auditor at the time budget requests 

were prepared.  This is the same as Auditor Budget in Table 1. 

• Actual Billing - the actual amount billed by the Auditor for the fiscal year.  This may or may not 
match the actual amounts paid as reported by the Departments in Table 1 as explained above. 

• Variance - the dollar and percentage variance between the Auditor's billing letter and the 
Auditor's actual billing. 

When the amounts requested by departments are compared to the Auditor's billing estimates, the 
following results are indicated by Table 1: 

Departments requesting: FY 1991 FY 1992 FY 1993 FY 1994 
More than the Auditor 7 10 13 11 
Less than the Auditor 15 13 13 12 
Not billed 16 15 14 14 
Equal to Auditor 2 2 0 3 

Of the departments billed in FY 1991, 31% requested more than the Auditor estimated and 69% 
requested less.  In FY 1992, the number of departments requesting less than the Auditor declined 
to 43%.  In FY 1993 and FY 1994, the number of departments requesting less than the Auditor is 
50% and 48%, respectively. 
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The total budget requests for all departments compared to the amount estimated by the Auditor is 
shown as follows: 

 
Department Requests: FY 1991 FY 1992 FY 1993 FY 1994 
Over / (Under) Auditor Estimate (669,451) (175,582) 22,714 273,972
Percent of Auditor Estimate (26%) (7%) 9% 10%

In FY 1991, the total of all budget requests for all departments was less than the Auditor's estimate 
by $669,451 or 26%.  Most departments seem to have begun to correct the amounts budgeted for 
audit costs in FY 1992 and later years, and fewer requested less than the Auditor estimated.  In FY 
1993 and FY 1994, the total of all budget requests for all departments is more than that estimated 
by the Auditor. 

Information in Tables 2 and 3 provide the following insights into the comparison of the Auditor's 
estimates and the amount actually billed to departments: 

• In FY 1991, 33% of the departments listed were billed more than the Auditor estimated and 66% 
of the departments were billed less than the Auditor estimated. 

• The FY 1991 total for all departments shows the Auditor billed departments $150,926 (5.9%) 
less than estimated. 

• In FY 1992, 63% of the departments listed were billed more than the Auditor estimated and 37% 
if the departments were billed less than the Auditor estimated. 

• The FY 1992 total for all departments shows the Auditor billed departments $42,149 (1.8%) 
more than estimated. 

Although 2 years data is not sufficient to develop a trend, it appears the Auditor is reasonably 
accurate in estimating overall total billings to State departments.  However, in some individual 
department cases, the estimates have been quite inaccurate.  For example, in FY 1991 the 
Department of Economic Development paid $45,825 (47.3%) more than the Auditor had estimated.  
In contrast, the Department of Employment Services paid $38,627 (25%) less than the Auditor had 
estimated.  A factor not considered is the percent of each department's budget allocated to audit 
costs.  Some departments may more readily absorb fluctuations in audit costs than others. 

ALTERNATIVES 

Appropriations subcommittees and LFB analysts should continue to monitor departmental requests 
for reimbursements to the Auditor.  If department requests exceed the Auditor's estimate, they 
should be reduced.  Likewise, if the department does not request as much as the Auditor 
estimates, the budget should be adjusted.  Departments should be encouraged to maximize 
application of federal and other funds to pay audit costs. 

The Auditor could be required to track annual audit cost estimates and actual billings, exclusive of 
special audit costs.  This would provide a more accurate comparison for purposes of determining 
accuracy of the annual audit costs estimates.  Special or additional audit costs could be tracked 
separately and explained individually. 
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BUDGET IMPACT 

The Auditor is making an effort to estimate billings and notify departments of anticipated costs for 
budget purposes.  However, estimates are not always accurate and the need for special audit costs 
(such as fraud, embezzlement, etc.) will occur and cannot be planned. 
 
STAFF CONTACT:  Mary Shipman  (Ext. 17846) 
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